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MANAGEMENT’S DISCUSSION AND ANALYSIS 


Operating Results 

In 2000, Economic Investment Trust Limited increased net assets from operations by $57,097,076 
compared to $25,102,607 in 1999. Increase in net assets from operations is comprised of net 
investment income and net gain on investments. 


Net investment income 


The Company’s net investment income in 2000 was $4,769,362 compared to 1999 net investment 
income of $4,146,249. On a per common share basis, net investment income increased to $2.07 in 
2000 from $1.80 in 1999. 


Canadian dividend income increased by 18.6% from $3,972,025 in 1999 to $4,709,674 in 2000. The 
18.6% increase from 1999 is mainly due to a shift in investment holdings in Canadian companies from 
foreign companies. As a result of this shift, foreign dividend income decreased by 21.7% from 
$526,392 in 1999 to $412,072 in 2000. Interest income amounted to $679,271 in 2000, an increase 
of 48% from 1999. The increase in interest income is attributable to the increase in average cash 
balances that occurred during the turnover in the portfolio. 


Operating expenses amounted to $1,002,720 (1999 - $747,776) or .26% (1999 - .24%) of average 
net assets for each respective year. The increase in operating expenses is primarily a result of the 
change in the investment manager in 2000. 


Net gain on investments 


The Company's realized gain and unrealized appreciation of investments for the year ended 
December 31, 2000 was $52,327,714 compared with a net gain of $20,956,358 in 1999. The increase 
in the net gain in 2000 is primarily a result of the Company’s Canadian securities performance in the 
financial services and oil and gas sectors. In 1999, the net gain was primarily a result of a favourable 
performance in both the Canadian telecommunications sector and the foreign securities in the 
portfolio, which were somewhat offset by the negative performance in the financial services sector. 


The investment portfolio of the Company is comprised of a mix of high yielding and low yielding foreign 
and Canadian investments. Net investment income, net realized gains on investments, net change 
in unrealized appreciation of investments and net asset value per share will vary significantly from 
period to period depending on the investment mix which moves with the constantly changing 
economic environment. 


Dividends 

It is a policy of the Company to distribute to its shareholders in any taxation year sufficient taxable 
Canadian dividends to enable the Company to maintain its status as an “investment corporation” as 
defined by the Income Tax Act (Canada). In general terms, the distribution requirement is eighty-five 
percent of taxable Canadian dividends received and two-thirds of taxable income excluding taxable 
capital gains. 


Ocarina Dues 


Regular quarterly dividends were paid on our preferred shares. Dividends out of net investment income 
on the common shares outstanding, totalled $1.70 per share compared with $1.65 per share during 
1999 (restated to give retroactive effect to the February, 2000 stock dividend). 


If significant capital gains have been earned by the Company, it is a policy of the Company to pay an 
annual capital gains dividend to recover taxes paid or payable. Historically, capital gains dividends 
have been paid out within 60 days of the Company’s year end in a combination of cash and common 
shares of the Company. 


On February 9, 2000, your Directors declared a dividend of $6.48 per common share, payable on 
February 28, 2000, which qualified as a capital gains dividend under the Income Tax Act (Canada). 
Payment of this dividend was made in the form of $1.62 per share in cash and $4.86 per share by way 
of astock dividend in common shares, based on anissue price of $148.13 per share. Each shareholder 
therefore received an additional common share for every 30.47942 shares owned. This capital gains 
dividend was paid out in order to recover the capital gains tax exigible on the Company’s capital gains 
realized in 1999. 


Subsequent to the year end, on February 7, 2001, the company declared a capital gains dividend of 
$39.60 per common share payable on February 28, 2001 to shareholders of record February 19, 2001 
payable $29.70 in stock and $9.90 in cash. Approximately 395,600 common shares will be issued for 
a total consideration of approximately $68,324,000 in satisfaction of the stock dividend, resulting in the 
issue of 1 common share for each 5.81549 common shares outstanding at the record date. 


Assets 

Total assets are $414,309,891 at December 31, 2000 which is an increase of 21.8% from 1999’s total 
assets of $340,077,842. The cost of investments in Canadian securities rose 83.9% in 2000 to 
$243,077,230. The market value for Canadian securities, as adjusted for security dispositions, 
increased by 26.7% in 2000. The cost of investments in foreign securities at December 31, 2000 was 
$20,536,035, a decrease of 46.9% over 1999. The market value of foreign securities, as adjusted for 
security dispositions, decreased by 11.1% in 2000. 


Overall, the Company’s net equity value per share increased from $144.87 in 1999 (restated for 2000 
stock dividend) to $177.15 in 2000, achieving an annual rate of return of 24.8% based on reinvestment 
of distributions at month-end net asset values. During the comparable period, the TSE 300 Total 
Return Index increased 7.4%. 


Liquidity and Capital Resources 


Liquidity refers to the Company's ability to maintain a cash flow adequate to fund operations and capital 
investments on a timely and cost efficient basis. It is the objective of the Company to provide its 
shareholders an above average total rate of return primarily through long-term capital appreciation 
principally in equity securities. From time to time, however, assets of the Company may be invested 
in interest bearing short-term securities pending the selection of suitable equity investments. The 
Company's income from operations after payment of taxable dividends is used to fund operating costs 
as well as provide resources for additional investments. 


Retirement of the Chairman 


The board would also like to thank the tremendous contribution of its retiring Chairman, The 
Honourable Henry N.R. Jackman. Mr. Jackman first joined the board in 1966 when the net assets of 
the corporation were approximately $19.6 million. At his retirement, the net assets of the Company 
stood at over $384 million. On a per share basis, adjusted for stock splits and stock dividends, the net 
asset value increased from $6.24 at the beginning of Mr. Jackman’s tenure to $177.15 at the end of 
his tenure. Mr. Jackman will remain as a member of the board of Economic Investment Trust Limited. 


February 7, 2001 Duncan N.R. Jackman 
Chairman of the Board 
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CONSOLIDATED STATEMENT OF NET ASSETS 


December 31 


2000 
ASSETS 


Investments, at indicated market value 
(cost- $263,613;26551999= $1:70:875)165)e ee ee $ 406,172,307 


Cash (including short-term investments of $6,076,504; 


1999 = $8:996, 106) Ca clcccckciiuiseactomeesteataee ree: eee 6,760,379 
Receivable in respect of investments Sold ....................cc00eee T18:1475 
ACCruéd INCOME ON INVESTIMENtS 2......-..-06-5,0cee seston eeeeeee eee 617,326 
ONE rasSets: wees eed cece soteaete ete encase Nae eee ee ee 41,704 

414,309,891 
LIABILITIES 
Accounts payable and accrued liabilities «2.0.0.0... eeceeeeeeeee 192,206 
Income: taxes payable wii ecoki ethen. Boer ieee eee eee 24,417,139 
Future income taxes on unrealized net capital gains 
(Note 4:(1)) ec ce tere eek teres nee LAS eee 5,542,798 
30,152,143 
Net assets, at indicated market value ...............ccceccee eee eeee eee eeee $ 384,157,748 
SHAREHOLDERS’ EQUITY 
Capital:stock (NOtG.4 i... ct ssccceuistecsaareee bet eeee ac eats eee ee $ 122,528,249 
Gontnbuted surplus (Note 4) v. c.c-tecun reece cease eee enone 1,491,353 
Unrealized appreciation of investments (Note 2) ................0 137,016,244 
Retained GarninGs .cs-sesscc <2) oc-cecnete eter arene netanesee meee nee 123,121,902 
Total'shareholders' equity o.vhoh cue tae eee ee te $ 384,157,748 


APPROVED BY THE BOARD: 


HON. HENRY N.R. JACKMAN Director 


J. CHRISTOPHER BARRON Director 


(See accompanying notes) 


SSS, 


0 O2/,010;909 


9,311,633 
2,880,781 
476,761 
32,708 


340,077,842 


124,455 
4,202,186 


5,909,026 


9,835,667 


$ 330,242,175 


$ 111,797,686 
1,489,558 
150,991,148 


65,963,783 


$ 330,242,175 


CONSOLIDATED STATEMENT OF OPERATIONS 


INVESTMENT INCOME 
Dividends: 
SRNR AS AR Fado Oe achat so ew dserauconad bao puvn dere vase vgaN 
eR eee eee Sah 525 < ced wo oan as de eR a 


PERT Co Tee a ea nese ine nae Dan ee met ts arn tn 


Expenses: 
[a1 S1ia ia | ale h ee lek ee alll et PR Oe Oot ene meee 
JUS SLUTEM Vein DR (LD a ince ae aa Dean AEA pln one a 


NET INVESTMENT INCOME 

REALIZED AND UNREALIZED GAIN ON INVESTMENTS 
Net realized gain on investments (Note 3)...................... 
Net change in unrealized appreciation of investments ... 

Bom hon INVES IMENTS 2): At cc327 ceric eee 


INCREASE IN NET ASSETS FROM OPERATIONS......... 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


RETAINED EARNINGS, BEGINNING OF YEAR. .............. 


Add: 
Pe eT NCI IEE BN TIVE oa cece cc ana cain dito nncdins oe ct ea eee 
Net realized gain on investments ..............::::eeceeseeeeeeeeeees 
Refundable taxes recovered ...............csccccsececeeeeeeeeeeeeneees 


Deduct: 
Dividends from net investment income (Note 4) ............. 


Capital gains dividends, net of income tax recovery 
of $4,709,063 (1999 - $3,789,564) (Note 4) 0.0.0.0... 
Provision for retundable fAXGS ........sccccceenvensceiessscnsdanexeses 


RETAINED EARNINGS, END OF YEAR...........:....cecasesssees 


(See accompanying notes) 


Year ended December 31 


2000 


$ 4,709,674 
412,072 
5,121,746 
679,271 


5,801,017 


1,002,720 
28,935 


1,031,055". 


4,769,362 
66,302,618 
(13,974,904) 
52,327,714 


$ 57,097,076 


1999 


oS) 3,972,025 


526,392 
4,498,417 
458,939 


4,957,356 


747,776 
63,331 


811,107 
4,146,249 


10,063,519 
10,892,839 
20,956,358 


$ 25,102,607 


Year ended December 31 


2000 


$ 65,963,783 


4,769,362 
66,302,618 
1,332,903 


138,368,666 


3,998,710 


9,724,845 
1,523,209 


15,246,764 


$ 123,121,902 


1999 


$ 63,605,503 


4,146,249 
10,063,519 
1,293,091 


79,108,362 


3,879,274 


7,825,958 
1,439,347 
13,144,579 


$ 65,963,783 


CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS 


INCREASE IN NET ASSETS RESULTING FROM 
OPERATIONS isk cite tinh ot eins fee renee 


DISTRIBUTIONS TO SHAREHOLDERS 


Common shareholders 


CAPITAL SHARE TRANSACTIONS 
Purchase of preferred shares for redemption ................. 


TAXATION CHANGES 
Income taxes recoverable on distributions from net 


realized Gain On INVeESIMentS cece ee eee 
Net increase in refundable dividend tax on hand ............ 


INCREASE|IN NETASSET Siar on ee eee ee ene 


NETRPASSETSSBEGINNINGOP YEAR Te ee 
NETASSETSZEND OR. EAR cree tes cartes eee ee eee 


(See accompanying notes) 


Year ended December 31 


2000 


$ 57,097,076 


(3,910,797) 
(14,433,908) 


(18,344,705) 


10,815,563 


(7,529,142) 
(87,913) 


(7,617,055) 


(83,205) 


4,709,063 
(190,306) 


4,518,757 


93) 919,075 
330,242,175 


$ 384,157,748 


199g 


$ 25,102,607 


(3,786,674) 


(11,615,522) 


(15,402,196) 
8,702,569 


(6,699,627) 


(92,600) 


(6,792,227) 


(103,270) 


3,789,564 
(146,256) 


3,643,308 


21,850,418 


308,391,757 


$ 330,242,175 


STATEMENT OF FINANCIAL HIGHLIGHTS 


For each of the years in the five year period ended December 31, 2000 


DATA PER COMMON SHARE 2000 1999 1998 
NET EQUITY VALUE, 
beginning of year ................... $144.87 $134.90 $136.27 
INCOME FROM INVESTMENT OPERATIONS 
AVAILABLE TO COMMON SHAREHOLDERS 
Net investment income........... ZOOL 1.80 Za. 
Net realized and unrealized 
gains (losses) on 
WAVES UTIQIUS 5.4. -chevskar.cstvnb ati 22.74 9.10 (1.95) 
24.81 10.90 0.27 
DISTRIBUTIONS TO SHAREHOLDERS 
Common shareholders 
From net investment income (1.70) (1.65) (1255) 
From net realized gains on 
INVESIMENUS. .2- cence cowoeceveveenee (6.27) (5.04) (6.38) 
(7.97) (6.69) (7.93) 
Less: Shares issued as stock 
ar LSS) Ce Cog a ae a 4.70 3.79 4.78 
Cash distributions to common 
SHAalenolmers cia kthe- (o°27) (2.90) (371) 
Cash distributions to preferred 
shareholders ...................5 (0.04) (0.04) (0.04) 
(3:09) (2.94) (3.19) 
TAXATION CHANGES 
Income taxes recoverable on 
distributions from net realized 
gain on investments ............ 2.05 1.65 2.09 
Change in refundable capital 
gains tax on hand................ 8.81 0.43 (0.48) 
Net (increase) decrease in 
refundable dividend tax on hand (0.08) (0.07) (0.06) 
10.78 2.01 oO 
NET EQUITY VALUE, end of year $177.15 $144.87 $134.90 


1997 1996. 
$94.66 $ 74.50 
1.99 1.89 
42.42 19.06 
44.41 20.95 
(14.32) (1.32) 
(3.44) (2.70) 
(17.76) (4.02) 
12.74 2.02 
(5.02) (2.00) 
(0.05) (0.05) 
(5.07) - (2.05) 
(i 0.88 
1.01 0.24 
0.14 0.14 
B57 canes eo 
$136.27 $ 94.66 


All per share figures have been restated based on the number of common shares outstanding at 
December 31, 2000 as a result of stock dividends during the period. 


RATIO/SUPPLEMENTAL DATA (Note 7) 


Total net assets, end of 


year (thousands) ...............4.. $384,158 $330,242 
Weighted average net assets 

ype) ee eee $381,778 $314,412 
Ratio of operating expenses to 

average net assets ................ 0.26% 0.24% 
Portfolio turnover rate .............. 72% 15% 
Annual rate of return ................ 24.8% 9.7% 


(See accompanying notes) 


$308,392 
$325,421 
0.15% 


14% 
1.2% 


$310,642 
$276,925 
0.16% 


26% 
49.5% 


$217,327 
$197,155 
0.18% 


22% 
30.1% 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - DECEMBER 31, 2000 


1. 


Summary of significant accounting policies 


(a) 


Principles of consolidation - 

The consolidated financial statements include the accounts of the company and its wholly- 
owned subsidiaries, Econos Foreign Investment Company Limited, Econos Canadian 
Investment Company Limited and Econos N.V.G. Investment Company Limited. 


Carrying value of investments - 

The indicated market values of investments listed on stock exchanges are based on closing 
market quotations. The indicated market values ofinvestments notlisted on stock exchanges 
have been determined by the directors based on the underlying market values of the net 
assets represented by such securities. 


Investment transactions - 

Investment transactions are accounted for on a trade date basis. Realized gains and losses 
from investment transactions are calculated on an average cost basis. 

Dividend and interest income - 

Dividend income is recognized on the ex-dividend date and interest income is recognized as 
earned. 


Foreign exchange - 

Foreign currency amounts included in the financial statements are stated in Canadian dollars 

on the following basis: 

- market value of investments at the closing rate of exchange; and 

- purchases and sales of investments, investment income and expenses at the rate of 
exchange prevailing when the transactions giving rise to such items occurred. 


Income taxes - 

The company follows the asset and liability method of accounting for income taxes. Future 
income tax liabilities are measured using tax rates expected to apply to taxable income in the 
years in which the temporary differences are expected to be settled on the unrealized 
appreciation of the investments held by the company’s wholly- owned subsidiaries, since 
such taxes would not be recoverable upon payment of capital gains dividends by the 
company (see Note 2). 


2. Taxation 

The company qualifies as an investment corporation under Section 130 of the Income Tax Act 
(Canada) and is subject to a reduced rate of tax on its investment income other than dividends 
received from taxable Canadian corporations and net taxable capital gains. The company’s provision 
for income taxes on investment income is determined as follows: 


10 


2000 1999 
Basic combined federal and provincial rate..................... 43.15% 43.82% 
Investment Corporation reduction .................:.cccceseeeeeeeeees (20.00) (20.00) 
ZonD 23.82 
Effect of tax on subsidiaries’ income at basic tax rate 
and other adjustments 4.92 2.34 
Effective tax Taterc toc i6 sncc22 suk ace ce rtetd ue eerenne eam 28.07% 26.13% 
Applied to 
Netincomedor.the years.) cc eee $ 4,769,362 $ 4,146,249 
Add RINCOMCEAaXeS =) ba eer eee ee 28,935 63,334 
Large Corporation tax’. ac c.cs5s Gian ees 14,473 4,814 
4,812,770 4,214,394 
Less: Dividends from taxable Canadian companies .... 4,709,674 3.002 Ue 
$ 103,096 $ 242,369. 
PFOVISION fOF INCOME! tAXGSc.a54)-55re chee ee ee ee $ 28,935 $ 63;351 


- continued - 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - DECEMBER 31, 2000 (continued) 


The company is also subject to a special tax of up to 33 1/3% on taxable dividends received from 
corporations resident in Canada. This special tax is refundable on payment of taxable dividends 
to shareholders at the rate of $1.00 for each $3.00 of such dividends paid. The amount eligible 
for refund at December 31, 2000, all of which is included in the statement of retained earnings 
amounted to $467,599 (1999 - $277,293). 


Income taxes are also payable by the company on net taxable capital gains realized and these 
taxes are recoverable by the company, as long as it continues to qualify as an investment 
corporation, through the distribution of capital gains dividends at the rate of approximately 27% 
of such distributions made. The company has refundable capital gains tax on hand of approximately 
$25,135,000 at December 31, 2000 (1999 - $4,876,000). This potential recovery has not been 
recorded in the company’s accounts. 


In accordance with the Income Tax Act, Canada (“the Act”), a corporation can qualify as an 
investment corporation if certain tests are satisfied. One of the tests is that the Corporation can 
not have specified shareholders. A specified shareholder is generally a shareholder, who, along 
with certain persons with whom the shareholder is related, has a greater than 25% shareholding. 
The company has had specified shareholders since June 20, 1996. The specified shareholders 
section of the Act generally allows the company to maintain its investment corporation status as 
long as it does not have any specified shareholders other than specified shareholders existing on 
June 20, 1996. In addition, the specified shareholders at June 20, 1996 cannot, after that date, 
contribute capital or acquire additional shares of the company other than through certain specified 
transactions. 


At December 31, 2000, the parent company had approximately $1 10,650,000 (1999 - $138,600,000) 
of unrealized net capital gains for tax purposes on securities held in its investment portfolio. No 
provision has been made for refundable capital gains taxes of approximately $23,700,000 (1999 
- $45,200,000) that would have been payable by the parent company if the investments had been 
disposed of at their market value at December 31, 2000. Such taxes would be refundable to the 
parent company on distribution of such gains to shareholders in the manner referred to above. 


The details of unrealized appreciation of investments as at December 31 are as follows: 


2000 1999 
NUT ee rit GAL TIAIREL VEIIC: os care cou croncachavvarvenccsddtcs $ 406,172,307 $ 327,375,959 
PERU een NESE HESs AU RIG ins sleek so sneaks evs bangs mans bs eRe 263,613,265 170,875,785 
Unrealized appreciation of investments before provision 
RIE RN ACTIVE EROS er conc earn tice ds nncneavoncasusaezeeaee 142,559,042 156,500,174 
BEE Seo aT rcp a: fake RRR eae PA A 5,542,798 5,509,026 
Unrealized appreciation of investments .....................4 $ 137,016,244 $ 150,991,148 


- continued - 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - DECEMBER 31, 2000 (continued) 


3. Realized gain on investments 


The following are the details of the realized gain on investments during the years indicated: 


Proceeds on sales of investments ................ccesceceeeeeees 


Cost of investments, beginning of year ....................6 
Cost of investments purchased during the year .......... 


Cost of investments, end Of year .........cc.cccccceeseeseeeeseees 
Cost of investments sold during the year ................... 


Realized gain on investments sold before taxes ......... 
Taxes on realized net taxable capital gains ................. 


Net realized gain on investments ..................:s20ccseeeenes 


4. Capital stock and dividends 


The authorized classes of share capital at December 31, 2000 are as follows: 


- 133,490 cumulative preferred shares; and 
- an unlimited number of common shares. 


2000 
$255,301 ,648 


170,875,785 
256,730,326 


427,606,111 
263,613,265 
163,992,846 


91,308,802 
25,006,184 


$ 66,302,618 


ERS) 
$ 54,898,411 


163,568,146 
47,293,705 


210,861,851 
170,875,785 
39,986,066 
14,912,345 
4,848,826 


$ 10,063,519 


The directors have designated the first series of preferred shares as Series A. The series consists 
of 33,490 authorized shares which have a cumulative dividend of $2.50 per share per annum and 
are redeemable at any time ata price of $52.50 per share together with any unpaid dividends. The 
articles of the company provide that the company, in the reasonable exercise of its discretion, will 
annually purchase for cancellation 2,500 5% cumulative preferred shares Series A, at a price not 


to exceed $50.00 per share. 


The following cash and stock dividends were paid during the year ended December 31, 2000: 


On preferred shares, $2.50 (1999 - $2.50) 
Der SNA; se cs Le. nsdeacSeansaann teak ea Semen eee ee 
On 2,300,469 common shares, $1.70 
(1909 .:$4 570) MERSMATCs = 2. kas ius arse cee eee ee eee 
Capital gains dividend on 2,227,455 common shares 
Gi G26 CAS Nc. rip Avram ep bce s a gee ee 
$4.86 stock (73,080.623 shares issued) .................. 


- continued - 


Regular 
dividends 
$ 87,913 
3,910,797 
$ 3,998,710 


Capital 
gains 


dividends 


3,608,477 
10,825,431 


$ 14,433,908 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - DECEMBER 31, 2000 (continued) 


The changes in capital stock during the year were as follows: 


2000 1999 
Number Number 
COMMON SHARES of shares Amount of shares Amount 
Balance, beginning of year ........ 2,227,455.000 $ 110,038,186  2,167,075.000 $ 101,335,617 
Capital gains stock dividends .... 73,080.623 10,825,431 60,442.944 8,711,641 
Redemption of fractional shares (66.623) (9,868) (62.944) (9,072) 


Balance, end of year.................. 2,300,469.000 $ 120,853,749 


2,227,455.000 


$ 110,038,186 


2000 1999 
Number Number 
SERIES A PREFERRED SHARES of shares Amount of shares Amount 
Balance, beginning of year 35,190: S. --1,759,500 37,290 #--$ 1,864,500 
Shares purchased for 
UC CIALICOTD soir gece evra over crave (1,700) (85,000) (2,100) (105,000) 
Balance, end of year 33,490 $ 1,674,500 35,190 $ 1,759,500 


The capital stock account of the company is as follows: 


December 31 


2000 1999 
Series A preferred shares 
Issued - 33,490 (1999 - 35,190) shares ................... $ 1,674,500 $ 1,759,500 
Common shares 
Issued - 2,300,469 (1999 - 2,227,455) shares ......... __ 120,853,749 110,038,186 


$ 122,528,249 


$ 111,797,686 


The difference between the stated capital and the cost of the preferred shares purchased for 


cancellation has been credited to contributed surplus. 


5. Related party information 


Included in the company’s investments are securities in significantly influenced companies with a 
market value of $128,939,358 (1999 - $80,700,732) . Dividends from these companies for the year 
ended December 31, 2000 amounted to $1,034,645 (1999 - $1,233,258). 


ibra 
Winspear Business Reference Libr d 
University of Alberta 
4-18 Business Building cs 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - DECEMBER 31, 2000 (continued) 


6. 


Net equity value of the company’s common shares 

The net equity value of the company’s common shares is determined by adding the total amount 
of refundable capital gains tax on hand (Note 2) to the net assets and deducting from the resulting 
total the outstanding preferred shares at their cost of redemption. The net equity value per common 
share is the net equity value divided by the number of common shares outstanding. 


December 31 


2000 1999 

NG@EASSCESeaiaiandene eee deem alec saunas hee ete $ 384,157,748 $ 330:2424175 
Add: Refundable capital gains tax on hand at 

end of year-(Note 2)... ceraer.veeteve cous aeee ee eae 25,135,000 4,876,000 

409,292,748 Sila pi latent 

Deduct: Cost of redemption of preferred shares ........ 1:7568:225 1,847,475 

Nebequitywaliie are cs.) accs ee toes cee ee ae $ 407,534,523 $ 333,270,700 

Net equity value per common Shafe ..............::::000ssee $ WAS $ 144.87 


Statement of financial highlights 


a) The management expense ratio is calculated based on the ratio of operating expenses 
(other than income taxes) to monthly weighted average net assets. 


b) The portfolio turnover ratio is calculated by dividing the lesser of purchases or sales of 
securities, excluding investments having maturity dates at acquisition of one year or less, by 
the weighted average monthly amount of investments held during the year. 


c) The annual rate of return is calculated based on the change in net asset value per share with 
reinvestment of cash dividends at month-end net asset values. 


Subsequent event 


On February 7, 2001, the company declared a capital gains dividend of $39.60 per common share 
payable on February 28, 2001 to shareholders of record February 19, 2001 payable $9.90 in cash 
and $29.70 in stock. Approximately 395,600 common shares will be issued at $172.72 per share 
for a total consideration of approximately $68,324,000 in satisfaction of the stock dividend, 
resulting in the issue of 1 common share for each 5.81549 common shares outstanding at the 
record date. 


This dividend will result in a recovery of the company’s refundable capital gains tax on hand of 
$25,135,000 (see Note 2) at December 31, 2000. 


The amounts noted in the statement of financial highlights for income from investment operations 
and net equity value per common share at December 31, 2000 would be $21.17 and $151.16, 
respectively, after giving retroactive effect to the stock portion of the capital gains dividend. 


Comparative information 


Certain comparative information has been reclassified to conform to the basis of presentation 
adopted in 2000. 
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AUDITORS’ REPORT 


To the Shareholders of 
Economic Investment Trust Limited: 


We have audited the accompanying consolidated statement of net assets of Economic Investment 
Trust Limited as at December 31, 2000 and 1999, and the consolidated statement of investments as 
at December 31, 2000, the consolidated statements of operations, retained earnings and changes in 
net assets for the years then ended, and the statement of financial highlights for each of the years in 
the five year period ended December 31, 2000. These financial statements are the responsibility of 
the company’s management. Our responsibility is to express an opinion on these financial statements 
based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the company as at December 31, 2000 and 1999, its results of operations and 
changes in net assets for the years then ended, and its financial highlights for each of the years in the 
five year period ended December 31, 2000, in accordance with Canadian generally accepted 
accounting principles. 


February 7, 2001 PricewaterhouseCoopers LLP 
Toronto, Canada Chartered Accountants 


CONSOLIDATED STATEMENT OF INVESTMENTS AS AT DECEMBER 31, 2000 


Number of 
shares or Market 
par value Cost value % of Market 
Convertible debenture 
$ 500,000 SWisslink: Financial COED. s.....ccternreeee $ 500,000 $ 452,790 0.11 
Communications and media 
119,000 QUEDECORING ste Boner eee 4,776,314 2,975,000 Oss 
Conglomerates 
185,300 Canadian Pacific Limited ....................... 5,465,957 7,921,575 7295 
Consumer products 
222,000 Cott COnporalOniv, accasnsanceenctoseees eee 1,746, 137 2,003,000 0.63 
Financial services 
221,685 Bank of Montreal. 2 aoe eee 14,807,226 17,424,456 
420,587 Bank Of, NOVaiS CONIA ie .acomucearseeer ere amene 10,579,869 18,169,355 
65,828 Canadian Imperial Bank of Commerce. = 2,731,623 3,060,981 
326,567 E-L Financial Corporation Limited ........ 6,789,981 81,641,750 
381,000 Manulife Financial Corporation ............. 11,998,826 17,887,950 
514,378 National Bank of Canada ..................0. 12,818,828 13,682,465 
207,139 NVG Holdings Limited * 
Classes B, C, D, E and common ....... 1,540,758 14,230,449 
4,765 TGY-Holdings Limited Cl Bo... 318,411 4,138,307 
61,585,522 102353 41.91 
Industrial products . 
155,700 BombardienInca Cine wesecesmcsncnceeeee 3,721,190 3,604,455 
10,000 G-MacIndusiries ‘InGice:.sensaceert te 886,537 670,000 
325,300 Greo:Producisine.25 <n arsnreeee. 13;500:123 10,002,975 
447,156 DOfaSCOtING me eo. ees ee ees 13D) 245 8,987,826 
246,100 Leitch technology. Cons... .1..c eee 5,271,088 onilniisytetete 
62,869 Magna International Inc. Cl. A .............. 4,503,918 3,954,431 
398,000 Mitel Corporallony..qtecmse. cores eractaee 10,820,303 4,815,800 
aS Reed oh Nortel Networks Corporation ................ 8,174,338 15,018,343 
447,200 SNC-Lavalin Group Inc. Cl. A............... 5,635,916 6,238,440 
535,000 Stelco-.Inc.Series Avice 4:cte8. ee 3,508,334 1,952,750 
67,416,962 61,360,605 15344 
Investment companies 
SWEET AS) Ecando Investments Limited 
Classes "A", "B" and common............. 4,138,676 18,639,910 
176,414 The Fulcrum Investment Company 
EL BIL Lo Ree mar sere aretmnet arm ge: Be arin Me ete 464,423 5,398,268 
4,603,099 24,038,178 5.92 


* The net assets of NVG Holdings Limited and TGV Holdings Limited are invested primarily in the shares of 
The Bank of Nova Scotia. 
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CONSOLIDATED STATEMENT OF INVESTMENTS AS AT DECEMBER 31, 2000 


Number of 
shares or Market 
par value Cost value % of Market 
Merchandising 
466,000 Finning International Inc. .................... % 5,673,567 $ 5,918,200 
356,846 Fudson’s Bay Company .........2:.0c06 6,214,776 5,245,631 
11,888,338 11,163,831 210 
Oil & gas 
803,300 FALSE MIG Y IAG.) cten.c¢-trcoces etait deans 12,492,486 11,969,170 
349,000 Pe OG alieled eo orvi wal ees et ectniece 10,468,195 13,314,350 
305,000 PanSrmiatre- Hendy MiG. 262. 2)).cee er oh es. 13,392,691 16,973,250 
36:353;: 5/2 42,256,770 10.40 
Paper and forest products 
470,000 Abitibi - Consolidated Inc. .................. 5,529,601 6,486,000 
316,600 Alliance Forest Products ............0....... op sPe i ol PE 4,622,360 
433,100 ZT gL (6. 2) O01 18 Fag Cee SM RE eae ne, Saoneae 4,244 882 4,287,690 
651,000 MBMmBeC INCOSE A oicack. Sicccseksensamncepns 9,976,191 9,081,450 
25,381,801 24,477,500 6.03 
Pipelines 
273,100 Westcoast Energy Inc. ..................55 6,606,494 9,886,220 2.44 
Transportation and environmental services 
212,638 Algoma Central Corporation .............. 2,973,458 4,890,674 
151,500 Canadian National Railway Co. ......... 4,242,935 6,719,025 
7,216,393 11,609,699 2.86 
Utilities 
to diy i EAN a ap de dole ceciocn dnlnwticgde te cetas bicerent 6,006,014 8,101,913 
130,100 Manitoba Telecom Services. ............ 3,530,027 4,995,840 
9,536,841 13,097,753 3.22 
Foreign securities 
50,000 Alcatel Sponsored ADR. .................54+ 1,772,201 4,193,952 
20,000 EVENS fee cadvwnaushtoneyeocens «4 cots 1,257,934 1,563,229 
35,000 Compaq Computer Corp. .................4. 1,830,818 789,862 
31,463 Emerging Markets Investor Fund ....... 923,273 800,809 
40,000 Federated Department Stores ........... 2,196,368 2,099,300 
15,000 RAGIN LILO AER oss cavtedeogxcacreusedeuss 2,239,128 1,935,761 
35,000 International Business Machines ....... 2,150,674 4,461,012 
100,000 Matsushita Electric Ind. ADR ............. 2,320,224 3,505,081 
45,000 RAHN DD as sa. tras ctnepaslgiaeviuh oe vembinueks 2,020 371 1,366,419 
20,000 Nippon Tel & Tel ADR..............:4.4...05 2,089,930 1,070,283 
20,000 United Technologies Inc. ...............0.. 1,735,114 2,001,965 
20,536,035 24,143,673 5.94 
Total investments $ 263,613,265 100.00 


$ 406,172,307 
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Economic Investment Trust Limited was the first closed end investment trust formed in Canada in the 1920's. 
The trust was sponsored by the chartered accounting firm of George A. Touche & Company. 


The initial capitalization consisted of 32,250 shares issued in 1927 at $50 for a total of $1,612,500. In addition, 
$1,000,000 of 30 year 5% Collateral Trust Gold Bonds were issued in 1927, making the total amount of initial 
capital subscribed $2,612,500. 


FINANCIAL RECORD - 1928 - 2000 


Net 
Equity 
Refundable Net Equity Value 

Year Total Net Preferred capital Behind Net per 

Ended Assets at Funded Shares gains tax Common Investment Common 

March 31 Market Value” Debt Outstanding** on hand Shares Income  Share= 
1928 $ 2,776,143 $ 1,000,000 $ — $ — $ 1,776,143 $59,836.) $193 
1929 2,990,242 1,000,000 — 1,990,242 108,757 1.88 
1930 3,064,552 1,000,000 — 2,064,552 132,219 1.86 
1931 2,344,127 1,000,000 — 1,344,127 109,133 Tee 
1932 1,412,796 990,000 == 422,796 69,803 0.38 
1933 a hiatll oy Lr Nes 962,500 — 199,215 36,538 0.18 
1934 1,808,188 959,500 = 848,688 29,378 0.76 
1935 1,838,293 949,500 = 888,793 27,665 0.80 
1936 2; Sodio lio 949,500 — 1,403,813 39,181 1.26 
1937 3,084,608 949,500 —_— 25135-1408 83,259 1.92 
1938 2,028,005 1,000,000 = 1,028,005 89,611 0.92 
1939 23227505 1,000,000 — 1,322;361 73,262 1.19 
1940 2,179,329 1,000,000 — oes. 64,964 1.60 
1941 2,350,199 1,000,000 — 1,350,199 89,373 1.21 
1942 2,145,074 1,000,000 — 1,145,074 86,242 1.03 
1943 2,604,866 1,000,000 — 1,604,866 19552 1.44 
1944 2,889,930 1,000,000 —— 1,889,930 91,189 1.70 
1945 3,238,955 1,000,000 = 2,238,955 93,286 2.01 
1946 3,896,005 1,000,000 — 2,896,005 83,594 2.60 
1947 3,663,744 1,000,000 = 2,663,744 88,005 2.39 
1948 3,522,969 1,000,000 = 2,522,969 103.576 2.2 
1949 S/DD54270 1,000,000 = 2,955,427 146,777 2.29 
1950 3,835,291 1,000,000 — 2,835,291 164,712 2-00 
1951 5,083,980 1,250,000 — 3,833,980 187,339 2h 
1952 5,242,547 1,250,000 — 3,992,547 224,680 2.87 
Year End 

Dec. 31 

1953 5,197,984 1,250,000 — 3,947,984 189,902 2.84 
1954 6,579,007 1,250,000 —_ 5,329,007 203,946 3.83 
1955 8,972,261 2,000,000 — 6,972,261 244,543 4.17 
1956 9,927,524 3,000,000 — 6,927,524 268,643 4.15 
TOO 8,299,244 2,940,000 — 5,359,244 267,456 3.18 
1958 10,802,381 2,940,000 — 7,862,381 244,745 4.66 
1959 Ae OO 2,920,000 — 8;205,0590 250,593 4.85 
1960 11,462,158 2,902,500 — 8,559,658 279,614 5.04 
1961 12225205 2,509,500 — 2°71 28785 348,260 5.89 
1962 15,959,655 2,000,000 2,100,000 11,859,655 427,727 5716 
1963 17,633,299 2,000,000 2,100,000 13,033,299 495,390 5.88 
1964 20,955,088 — 5,250,000 15,705,088 616,158 6.83 
1965 2NGOSis(o0 == 5,250,000 16,647,735 703,888 7.24 
1966 19,613,106 — 5,250,000 14,363,106 WSiiee 6.24 
1967 23,076,097 = 5,128,462 17,947,635 788,772 7.80 
1968 VA Keoke PN o Tho) — 5,061,263 22,35 ane 132,823 9.71 
1969 25,942,615 — 5,061,263 20,881,352 759,294 9.08 


18 


FINANCIAL RECORD - 1928 - 2000 (cont’d) 


Year Total Net 
Ended Assets at 
Dec 31 Market Value* 

1970 $ 4,365,591 

1971 27,254,532 

1972 34,784,901 

1973 32,502,656 

1974 24,025,473 

1975 26,475,662 

1976 31,527 O30 

1977 36,885,088 

1978 47,035,243 

1979 56,745,880 

1980 7133827,109 

1981 59,815,872 

1982 65,149,238 

1983 87,807,749 

1984 91,051,485 

1985 109,011,674 

1986 114,166,995 

1987 106,475,081 

1988 116,457,875 

1989 137,871,425 

1990 110,001,074 

1991 120,600,500 

1992 117,818,216 

1993 or el OUZ 

1994 154,366,838 

1995 17 1:555,6/73 

1996 217,327,041 

1997 310,642,038 

1998 308,391,757 

1999 330,242,175 

2000 384,157,748 


3,000,000 
3,000,000 
4,000,000 
4,000,000 
4,000,000 
4,000,000 
4,000,000 
4,000,000 
4,000,000 
4,000,000 


Preferred 
Shares 


Outstanding** 


$5,061,263 


5,056,013 
5,056,013 
5,056,013 
5,024,513 
4,870,950 
4,738,387 
4,685,677 
4,622,677 
4,526,340 
4,375,665 
4,239,165 
4,104,503 
3,973,293 
Jf 92,0410 
3,588,690 
3,582,600 
3,388,350 
3,388,350 
3,209,850 
3,078,600 
2,947,350 
2,816,100 
2,684,850 
2,553,600 
2,411,850 
2,267,475 
Ly lO tyes 
1,957,729 
1,847,475 
1,758,225 


Refundable 
capital 
gains tax 
on hand 


25,135,000 


Net Equity 
Behind 
Common 
Shares 


$ 19,304,328 
22,198,919 
29,832,388 
27,556,643 
19,110,960 
21,714,712 
23,899,449 
29,309,411 
38,871,556 
49,473,540 
68,321,444 
55,825,707 
60,074,396 
81,245,195 
84,536,433 

102,624,416 

112,946,395 

103,748,731 

113,889,825 

135,692,575 

108,609,474 

118,220,150 

115,785,116 

157,625, 752 

154,452,238 

171,372,823 

217,754,566 

313,490,063 

310,340,032 

333,270,700 

407,534,523 


Net 
Investment 
Income 


781,332 
835,490 
862,673 
966,022 
1,097,837 
1,104,158 
1,125,886 
1,474,268 
1,542,999 
2,406,263 
1,840,964 
2,216,486 
2,194,598 
2,483,432 
2,429,265 
3,181,046 
3,426,535 
4,218,680 
11,194,419 
4,660,669 
3,830,150 
4,563,811 
4,264,700 
3,735,794 
3,829,290 
4,342,855 
4,603,979 
5,120,709 
4,146,249 
4,769,362 


" Total assets at market value less current liabilities exclusive of funded debt and preferred shares. 


** 


Preferred Shares at redemption price of $52.50 per share. 


Net 
Equity 
Value 

per 

Common 
Share= 


$ 798,172 $ 8.39 


9.65 
ya) f 
11.98 

8.31 

9.44 
10.39 
12.74 
16.90 
24501 
29.70 
24.27 
26.11 
39.32 
36.75 
44.61 
49.10 
45.10 
49.51 
58.98 
47.21 
91.39 
50.33 
68.61 
67.14 
74.49 
94.66 

136.27 
134.90 
144.87 
177.15 


= As of December 31, 2000 there were 2,300,469 common shares outstanding. The calculation of net equity value are 
restated to reflect a 5-for-2 split in 1951, 5-for-1 split in 1963, 1-for-8 stock dividend (issue price $50.08) in 1982, 1-for-7 
stock dividend (issue price $49.07) in 1983, 1-for-20 stock dividend (issue price $60.00) in 1984, 1-for-22 stock dividend 
(issue price $59.40) in 1985, 1-for-31 stock dividend (issue price $69.75) in 1986, 1-for-17 stock dividend (issue price 
$71.40) in 1987, 1-for-63 stock dividend (issue price $64.26) in 1988, 1-for-67 stock dividend (issue price $70.35) in 1989, 
1-for-56 stock dividend (issue price $82.32) in 1990, 1-for-30 stock dividend (issue price $64.80) in 1991, 1-for-27.7 stock 
dividend (issue price $91.41) in 1994, 1-for-28.78 stock dividend (issue price $86.34) in 1995, 1-for-38.4246 stock dividend 
(issue price $96.83) in 1996, 1-for-37.6442 stock dividend (issue price $117.45) and 1-for-13.3767 stock dividend (issue 
price $160.52) in 1997, 1-for-29.0495 stock dividend (issue price $152.51) in 1998, and 1-for-35.8532 stock dividend (issue 
price $144.13) in 1999, and 1-for-30.47942 stock dividend (issue price $148.13) in 2000. 
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